This paper models tourism demand for South Africa from the UK and the USA, using an almost ideal demand system. An error-correction almost ideal demand system (EC-AIDS) is applied to quantify the responsiveness of UK and USA tourism demand for South Africa, relative to changes in tourism prices and expenditure or income. Short-term own-price, cross-price and expenditure elasticities are derived from the EC-AIDS models. One of the key findings of the paper is that tourism from the UK and USA is not sensitive to price changes in South Africa in the short term. Tourism to South Africa is found to be more income-elastic than price-elastic, indicating that the country is vulnerable to changing world economic conditions. Even though price competitiveness does not yet seem to be a key concern, significant substitution effects are present, with especially Spain and Malaysia benefiting from a decline in South Africa's price competitiveness.
INTRODUCTION
In recent times, tourism has become a very important sector in countries' economies -partly due to the impact of tourism on a country's gross domestic product (GDP) and the employment opportunities that tourism can offer. Many countries view tourism as a means to increase income, generate foreign currency, create employment and increase revenues from taxes. With the benefits that tourism offers to a country, it is not surprising that developing countries are viewing tourism as a means of alleviating poverty.
The worldwide figures over the past few years make for interesting reading, i.e. from 2005 to 2007 international tourist arrivals grew by 9%, from 800 million to 900 million, according to the World Trade & Tourism Council (WTTC) Report of 2010. Since 2007 a lot has changed in the economic environment, however, with most countries experiencing an economic recession. The global tourism industry also suffered because of tourists' reluctance to travel due to tighter budgets and lack of disposable income. Almost all destinations saw a decline in arrivals, and South Africa was no exception. According to the WTTC summary of the Tourism industry in 2010 (WTTC, 2010) , the recession of 2009 effected a drop of 2.1% in real world GDP. The recession mainly affected developed countries, which are the most important source for travel and tourism demand, and tourist arrivals declined by 877 million in 2009.
The study of tourism demand is important, since any change in demand will cause a change in the magnitude of the benefits received. Of particularly interest is the competitiveness of a destination, of which price competiveness forms a central part. The almost ideal demand system (AIDS) proposed by Deaton and Muellbauer (1980) has become the most popular model for estimating price and income elasticities associated with tourism demand. Demand systems differ from the single equation methods due to their systems of equations approach, with tourism expenditure shares as dependent variables. The AIDS system holds additional advantages over the use of single equation models, which normally have little theoretical justification and do not estimate the relationship between equations and variables. The inclusion of different destinations in the AIDS specification is useful for policymakers, since it shows the cross-price elasticities between alternative destinations.
According to the South African Minister of Tourism, Marthinus van Schalkwyk, (Anon, 2011) , international tourist arrivals in South Africa grew from one million arrivals in 1990 to almost 10 million in 2010, which equates to a 13% compound growth over the last 20 years. South Africa is the twenty-sixth most visited destination worldwide (UNWTO, 2010) . However, the economic recession of 2009 influenced international arrivals to South Africa negatively (see Figure 1) . Furthermore, it has to be pointed out that between 2002 and 2008, the growth rate of South Africa's largest long-haul markets, the United Kingdom (UK), France, Germany, the United States of America (USA), the Netherlands and Australia (in that order) was 2.5%. This would suggest that competition for long-haul destinations is fierce, and that tourist demand is relatively elastic when it comes to choosing a destination. The competitive nature of the tourism industry makes it imperative for a country to keep its foreign demand high and therefore requires an understanding of the demand elasticities to changes in prices and income for tourists coming to South African shores.
LITERATURE REVIEW
The theoretical justification enjoyed by the AIDS model includes the fact that the properties of demand can be imposed on the model through the estimation of a restricted model. According to Snyder and Nicholson (2008) , the properties of demand are:  Adding up: According to microeconomic theory, the adding up restriction implies that the sum of all expenditures weighted by prices should equal unity. Simply put, it means that expenditure cannot exceed the budget constraint of an individual.  Homogeneity: In terms of homogeneity, microeconomic theory states that the homogeneity of demand assumes that all households face the same prices so that differences in household consumption are based on expenditure patterns and family composition.  Symmetry: Symmetry applies to the consistency of consumer choice with regard to spending patterns because, without these restrictions, consumers make inconsistent choices. Negativity comes from the concave nature of cost functions due to costs being minimised and utility maximised.  Negativity: This means that a rise in prices results in a fall in demand as required when the commodities under analysis are considered normal goods. According to Cortés-Jiménez, Durbarry and Paulina (2009) , the AIDS model is based on this microeconomic framework, but it can be generalised to an aggregation level by supposing that normal consumers make multi-stage budgeting choices. Tourists' maximising their utility can be observed when they choose between a set of alternative destinations. In a demand system, such as the AIDS, there are a group of simultaneously estimated equations, one for each budget share.
One of the main advantages of the AIDS model compared to other demand system specifications is that it provides flexibility and is easy to calculate. In terms of demand theory, the AIDS model automatically satisfies the adding up restriction. By imposing parameter restrictions, the homogeneity and symmetry restrictions can be satisfied (Li, Song and Witt, 2004) . According to Fuji, Khaled and Mak (1985) , the negativity restriction cannot be satisfied by parameters alone, but is likely to be satisfied by any data set created by utility-maximising behaviour.
Due to this model's ease of use and its flexibility, the linear AIDS model is very popular for empirical studies. Apart from testing tourism demand, the AIDS model has been applied successfully in various other demand studies such as the demand for meat supply in South Africa (Taljaard, Alemu & van Schalkwyk, 2004) , food demand systems (Kastens & Brester, 1996) and household expenditures (Blundell, Browning & Meghir, 1994) .
After Deaton and Muellbauer introduced the AIDS model in 1980, the first pilot studies using the model for tourism demand were done by White (1982) , who analysed USA's tourism expenditures in Europe from 1960 to 1981, with White (1985) supplementing his study by grouping countries under seven regions and adding a transportation equation into the demand system.
Studies that used Deaton and Muellbauer's AIDS model without any alterations include those by Fuji et al. (1985) . These authors assessed the demand for foreign tourists visiting Hawaii, paying special attention to the price of lodging, food and drink, recreation and entertainment, local transport, clothing and other items. Sinclair and Syriopoulos (1993) determined how tourists from the UK, Germany, France and Sweden allocate their expenditure among groups of Mediterranean countries. Papatheodorou (1999) focused on the demand for international tourism in the Mediterranean from three developed countries (the UK, West Germany and France) and their demand for six Mediterranean countries from 1957 to 1989. He also provided a detailed discussion on the various variables in the AIDS model:
 The dependent variable is the tourism expenditure from the origin country in the destination country as part of the aggregate tourism expenditure of the origin country.  The set of explanatory variables included prices, total tourist expenditures and a time trend.
A problem was encountered in finding data for advertising expenditure and dummy variables for seasonal trends proved to be insignificant. These were dropped from the specification.
De Mello, Pack and Sinclair (2002) constructed an AIDS model of the UK demand for neighbouring counties (France, Spain and Portugal). The focus of this study was to establish whether countries that were considered developing countries (in the case of Spain and Portugal, which moved into the developed country category only in the mid-1980s) had an increase in tourism demand since their 'status' changed and, alternatively, how they compared to a developed country like France. They found that, for the most part, poorer countries can catch up to their richer neighbours, but, in the case of Portugal, it was not as instantaneous, as was the case with Spain, and this holds valuable information for policymakers in attracting foreign tourists.
Han, Durbarry and Sinclair (2006) studied USA's tourism demand for European destinations using a static AIDS model and showed that price competitiveness is important for the USA's demand for France, Italy and Spain, but not so important for the UK. There is also an argument for France and Italy being substitutes for one another, and the same goes for Italy and Spain. In addition, they found that an increase in the USA's tourism expenditure caused the demand for Spain and the UK to decline, while France and Italy benefited from this increase in expenditure.
According to Anderson and Blundell (1983) , the basic AIDS model by Deaton and Muellbauer assumes that there is no difference in consumers' short-and long-run behaviour. This implies that the consumer is always in balance. However, there are a few factors that cause the consumer to be out of balance before full correction takes place. These include habit persistence, imperfect information and incorrect expectation.
According to Chambers and Nowman (1997) , the assumptions of the static AIDS model are unrealistic. They say that this is so because no attention is paid to the data in terms of its statistical properties and the dynamic nature of time series analysis. Their critique is particularly relevant when the data series contains unit roots, since this may cause spurious results.
Since the few early studies using the AIDS model and the criticism levelled against them, i.e. the lack of ability of the long-run specification to comprehend the dynamic adjustment of tourism demand, AIDS modelling has evolved, with recent studies focusing on a more dynamic framework and the use of different approaches. Popular among these are co-integration and the use of an error-correction mechanism (ECM). Durbarry and Sinclair (2003) studied tourism demand from France for three markets, Italy, Spain and the UK for 1968-1999, using an error-correction AIDS model (EC-AIDS model). The authors showed that time-trends and lagged endogenous variables can be omitted from the model as they violate the restriction of homogeneity. This can be rectified by having a constant term and first-order differencing. Using the long-run model, it was found that the homogeneity and symmetry restrictions were valid. The elasticities that were derived showed that tourism demand for these destinations was very sensitive to price changes, which, again, indicates a level of price competiveness between the three countries.
With regard to the long-run implementation of the EC-AIDS model, there have been studies that incorporated the error-correction model specification into the linear AIDS model, which allows for the analysis of both the long-and short-run dynamics.
Lyssiotou (2001) Other extensions of the AIDS model can be found in research by Li et al. (2004) . Their study introduced a time-varying parameter (henceforth, TVP) to the linear AIDS model (LAIDS) in both the long-and short-run error-correction (EC) forms. They were particularly interested in the structural instabilities in data brought about by high rates of inflation and changing consumer expectations. They conclude that an EC-LAIDS equation is the most appropriate form, but, in terms of forecasting, the TVP models for both the short and long run outperform any of the other AIDS models. They further state that their model has superior forecasting abilities to the normal fixed parameter EC-LAIDS, but that the predictive ability of the TVP needs further investigation.
METHOD
The AIDS model, with its system of equations, has an advantage over single-equation models since it can analyse the interaction of budget allocations for different groups or services. The AIDS is also unique in that it has its basis in microeconomic consumer expenditure theory. Therefore it shows how demand is quantified as a function of consumers' expenditure budget and the relative prices of a set of goods and services that they can purchase. In the case of tourism, it shows how tourists choose between alternative destinations based on their budget and the relative prices of destinations.
According to Chang, Khamkaew and McAleer (2010) , the AIDS model is preferred to most demand models because it includes a group of consumer goods. Estimating all the consumer goods at once allows this model to interpret tourists' allocation of expenditure on alternative destinations. This potentially permits the AIDS model to provide useful information about the sensitivity of tourism demand to changes in comparative prices and expenditure as well as interaction for competing destinations. Han et al. (2006) state that the AIDS model assumes that consumption is not linked to labour supply. This is done to ensure that consumers' tourism budget shares do not fluctuate in accordance with their work time and effort. This paper aims is to model tourism demand for South Africa for the UK and the USA using the AIDS approach, and to calculate the relevant elasticities from the model. The elasticities derived from this model are the key to understanding how UK and USA tourists decide upon the destinations they are going to visit based on their expenditure/income, exchange rate and tourism prices.
This section will proceed as follows: firstly, the AIDS model outlining the variables that will be used as well as the specification of the LAIDS model itself will be reviewed. Secondly, the premodelling analyses, which include unit root tests, are explained. If the data has unit roots present, a Johansen co-integration test will be performed to identify the presence of cointegration. If co-integration is present the LAIDS is not the correct model and the EC-AIDS model will have to be estimated. Thirdly, the unrestricted model will be estimated, after which a Wald test will be performed to test the homogeneity and symmetry restrictions. If the restrictions hold, it will be unnecessary to estimate the restricted model, and the restricted model will need to be estimated. Finally, after the final model has been estimated, the elasticities will be calculated and a detailed description of them given before a conclusion is reached. One assumption that is made is that tourists from the UK and the USA allocate their budget expenditure between six main destinations. According to Cortés-Jiménez et al. (2009) this is because one assumes that preferences in each group are not influenced by the demand in other groups. The empirical analysis will examine the interrelationships in the budgeting processes of UK's and USA's tourists and the demand for destinations. These destinations for the UK are South Africa, Italy, Spain, New Zealand, Malaysia and the USA, and for the USA the destinations are South Africa, Italy, Spain, New Zealand, Malaysia and the UK.
Model specification
The reason these destinations were chosen was because of their geographical importance. South Africa is the destination that is focused on, and New Zealand was chosen as another long-haul destination in the southern hemisphere. Italy and Spain were chosen because they are the two popular destinations in Europe for both the UK and the USA. Malaysia was chosen as a representative destination in the East and because, like South Africa, it is experiencing growth in tourism. The other two countries, the UK and the USA, were chosen as they are popular destinations for USA and UK tourists respectively.
The AIDS model, in particular the LAIDS, is the most popular system used in tourism demand and takes the following functional form (adapted from Cortés-Jiménez et al., 2009):
where represents the country destination, denotes all the country destinations, signifies time with the time being from 1999Q1 to 2008Q4 (Q meaning quarter); ln implies that the variable is transformed in natural logarithms; shows share of tourism expenditure assigned in destination to total tourism expenditure in destinations. The effective relative price of tourism in each destination is denoted by ln respectively. The ratio between the UK and USA tourist expenditure and the Stone price index is given by ( = * ) ⁄ , and shows the dummy variables. In this research, four dummy variables are used: the first dummy variable is , which attempts to capture the lead-up to the recession of 2008, which is defined as 1 for the four quarters of 2007, which had abnormally high tourist figures, and 0 for all the other periods.
The other three dummies, , , , are seasonal dummies to observe whether there are any noticeable seasonal trends that can be observed in tourist arrivals.
The AIDS model shares a multi-stage budgeting approach, and consists of explaining variations in the shares of budget expenditure. Papatheodorou (1999) states that the AIDS model assumes the presence of a representative consumer, which implies that aggregate data should be expressed in terms of a typical consumer. We use the budget shares constructed as suggested by Papatheodorou (2002) : total tourist expenditure of the two countries, the UK and the USA, divided by the total number of tourists from the respective countries, multiplied by the number of tourists that went to each destination.
The real exchange rate is used as the tourism price index, because the exchange rates are adjusted for inflation and this gives a better indication than the nominal exchange rate does of how tourism is affected by the exchange rate (Chang et al., 2010) . Eilat and Einav (2004) indicated that using real exchange rates instead of nominal exchange rates provides an improved account of the actual cost of living in both countries, and both indices have a common denominator in being measured relative to a base year. This adjustment can track the changes in costs over time, but cannot capture the real differences of cost of living between the two destinations in terms of actual cost of living.
This Stone price index is used to deflate total expenditure and is calculated by the sum of the weight of country at time , multiplied by the logarithm of the price. The Stone price index formula is: 
Pre-modelling analysis
The first part of the pre-modelling analysis is to test the data's unit root properties. From theory it is known that a series might be non-stationary in the level form. The Augmented Dickey-Fuller test is used, where the null hypothesis states that a series has a unit root. If the null hypothesis is rejected then the series does not contain a unit root and is therefore stationary. A 5% significance level is used, which means that the null hypothesis of a unit root cannot be rejected if the probability (p) > .05, but it can be rejected if p < .05. The variables and their resulting probabilities from the Augmented Dickey Fuller test are shown in TABLES 2 and 3 below. TABLES 2 and 3 also show that the data is stationary after first differencing the non-stationary time series -therefore all variables are integrated of order one (i.e. I (1)). Since all the variables have the same order of integration, a co-integration test can be performed to test for a possible long-run relationship between the variables. Asteriou and Hall (2007:319) indicate that the Johansen co-integration analysis must be used when there are more than two variables, since more than one co-integrating relationship is then a possibility.
The statistics that are generated by the Johansen test are the trace statistic and the maximum eigenvalue statistic respectively. The aim of these statistics is to determine the number of cointegrating vectors. To interpret the model, the use of 'r' is important, because it determines the number of co-integrating vectors. For example, if r = 0 then there are no co-integrating vectors.
It is important to note that the two test statistics sometimes have conflicting results and do not always indicate the same number of co-integrating vectors.
TABLES 4 and 5 show the co-integration results for both USA tourists and UK tourists where r = 0 means no integrating vectors, r ≤ 1 means at least one co-integrating vector. To select the appropriate number of lengths to ensure white noise residuals, the Schwartz criterion was used and the appropriate lag length is 1 for all models. The Johansen co-integration shows multiple co-integrating relationships for each country. According to the maximum eigenvalue and trace statistics, four co-integrating vectors are detected in each model of TABLE 4 and the same number of co-integrating vectors for TABLE 5. This is an indication of the long-term relationships between the various countries when it comes to tourism. Although there may be multiple co-integrating vectors, for the purpose of this study only the first co-integrating vector is used, as suggested by the research of Cortés-Jiménez et al. Since all the variables are integrated of order one (I(1)), and the Johansen test indicates there exists a long-run relationship between the variables, the EC-AIDS model can be estimated. This model takes into account the errors that occur from consumers and corrects them until they are in equilibrium. According to Khamkaew and Leerattanakorn (2010) , the short-run AIDS model includes an error-correction term, because it implies that the present change in budget shares does not depend exclusively on the current change in the relative price of tourism and real total expenditure per tourist, but also on the degree of disequilibrium in the previous period.
The remainder of this research therefore follows the EC-AIDS specification of Han et al. (2006) and Cortés-Jiménez et al. (2009) , since the model that is estimated is an error-correction model of tourism demand for South Africa by the UK and the USA. Using the basis of the model that was used by Cortés-Jiménez et al. (2009) , the linear AIDs model, as defined in equation (1), is expanded to include an error-correction term. Therefore, the following econometric model for both UK and USA tourist demand is estimated:
Definitions of the variables are as described under equation 1. Additionally, for variables that have been first-differenced the delta (∆) is used; the error-correction term, also called the lagged co-integrating vector, is represented by
−1 is a lagged dependent variable and is included to capture persistence in arrivals.
RESULTS

Unrestricted AIDS Models
According to Cortés-Jiménez et al. (2009) , the three most common estimation methods for AIDS models are: ordinary least squares (OLS), maximum likelihood (ML) and seemingly unrelated regression (SUR) estimation. We use the iterative SUR estimation method. According to Moon and Perron (2006) , the SUR can be used when a system of equations contains several individual relationships whose disturbance terms are correlated. According to the authors, there are two main advantages in using the SUR method: the first is to gain efficiency in estimation by combining information in different equations, and the second is that the equation can impose/test restrictions that involve parameters in different equations. The estimated results were obtained using EViews 7 econometric software and are shown in TABLE 6 (for UK tourists) and TABLE 7 (for USA tourists) respectively. Source: Authors' analysis *** = 1% significance level ; ** = 5% significance level; * = 10% significance level Source: Authors' analysis *** = 1% significance level ; ** = 5% significance level; * = 10% significance level
In both TABLES 6 and 7 it can be observed that there are a number of insignificant variables, but they are kept in the estimation to satisfy the requirements of the model. In both TABLES 6 and 7, the lagged dependent variable (W(-1)) is significant for all the countries. This is expected, as it shows that tourist expenditure is affected by that of previous years. Furthermore, the results in TABLE 6 and TABLE 7 are mixed, with the own-price variable and error-correction terms significant only for some countries. As indicated in TABLES 6 and 7, the dummy that was inserted for the recession is significant for most countries. This confirms that 2007 was an abnormal year in terms of tourism. There are also some seasonal dummies that are significant, and this captures the seasonal effect of tourism from the UK and the USA. The R-squared statistics are low, which is not surprising since a number of variables are insignificant.
The two unrestricted models have some similarities with similar models that were estimated by Cortés-Jiménez et al. (2009) in that the expenditure variable is not very significant for most countries. The lagged dependent variable is significant for all the countries, which is in contrast to the results found by Cortés-Jiménez et al. (2009) .
Model restrictions
As explained in the literature review, the properties of demand can be imposed in the form of restrictions for the AIDS model, the restrictions being homogeneity and symmetry. The Wald test is used to establish whether the restrictions satisfied the null hypothesis of homogeneity and symmetry. The results are presented in TABLES 8 and 9 respectively. 9 shows that the null hypothesis for homogeneity and symmetry can also not be rejected for the USA models. The models therefore satisfy the restrictions of homogeneity and symmetry, and the unrestricted EC-AIDS model will suffice when calculating the elasticities.
Elasticities
Han et al. (2006) Expenditure elasticity:
Uncompensated own-price elasticities:
Uncompensated cross-price elasticities:
Firstly, the expenditure elasticity is calculated using the results of the estimation that was provided by the unrestricted AIDS model. The expenditure elasticities for UK and USA tourists are shown by TABLES 10 and 11 respectively. From the above tables it is evident that the expenditure elasticities are all positive, which means that, for UK and USA tourism, none of the destinations is 'inferior', because the shares increase with the real expenditure per capita.
In TABLE 10, it is evident that all of the elasticities are close to unity. This, in part, may be due to the dynamic nature of the model and the preferences of tourists such that no discernable difference can be made between the countries in terms of their expenditure elasticities. The USA's expenditure elasticity is the only one that is not close to unity and shows that UK tourists have a preference for the USA. The same pattern is evident in TABLE 11. Similarly, the dynamic nature of the model could possibly have an influence on the elasticities being so close to unity.
Demand theory dictates that own-price elasticities should be negative. Theoretically, if the price of a product/destination increases, demand should decrease (ceteris paribus). In this study, only the uncompensated own-price and cross-price elasticities are calculated, since De Mello et al. (2002) state that uncompensated elasticities focus on the real reaction of the dependent variable to changes in prices, without taking income effects into consideration. This is useful, because it supplies more clear and direct information about the behaviour of demand. This feature of the uncompensated elasticities makes it more viable for policy purposes.
Positive and negative signs for cross-price elasticities indicate whether countries are substitute or complementary destinations. In the AIDS context, De Mello et al. (2002) state that concise deductions about the substitute and complementary effects are not always possible because, in previous studies, the models have not produced distinct cross-price effects. They also add that the results of the substitute and complementary effects should not distract from their importance as far as the relative magnitudes and the direction of change in demand goes. The equations for the own-price and cross-price elasticities equations are shown above. In terms of cross-price elasticities, it can be seen that most of the countries compete on prices.
Positive signs mean that a country is a substitute for another country. For example, if South Africa's tourism price increases by 1%, Malaysia gains 0.45% in demand. On the other hand, it seems that South Africa and the USA are complements, with an increase of 1% in the tourism price of South Africa leading to a 0.41% decrease in tourist demand for the USA. It is also interesting to note that a 1% increase in the tourism price in Italy would lead to a 1.24% decrease in tourism demand for the USA by UK tourists, while the same increase in price by the USA would lead to a 1.87% increase in demand for Spain as a tourism demand for UK tourists. TABLE 13 shows, in terms of USA tourists' own-price elasticities (the diagonal in TABLE 13), that they are less sensitive to price change than their UK counterparts. For example, the figures show that a 1% increase in prices in Italy will lead to a decrease of 1.12% USA tourism demand for Italy. In terms of South Africa, a 1% increase will lead to a 0.64% decrease in tourism demand from the USA. It can thus be said that USA tourists are also price-insensitive when it comes to South African prices and that the tourists do not seem to be discouraged by a stronger rand.
In terms of cross-price elasticities, it can again be seen that most of the countries compete on prices, with positive elasticities indicating substitute destinations. For example, if South Africa's tourism price increases by 1%, this will lead to a 1.05% increase in demand in Spain. This substitute effect can possibly be put down to the two countries having the same climate. Furthermore, it shows that a 1% increase in the tourism price in South Africa would lead to a 0.85% decrease in tourism to Italy from the USA and a decrease of 0.3% in demand for Malaysia. Quite significant is that a 1% increase in the tourism price in Italy would lead to a 1.51% increase in demand for Spain from USA tourists. It is interesting to note that none of the UK cross-price elasticities with the other countries is significant.
MANAGEMENT IMPLICATIONS AND RECOMMENDATIONS
The EC-AIDS models estimated allow for the determination of expenditure, own-price and crossprice elasticities, which hold clear implications for management and policymakers. Within this framework, own-price elasticities show the degree to which increases in tourism prices will reduce a destination's competiveness for UK and USA tourists. All destinations show a reduction in competiveness, but it is found, particularly in the South African case, that UK and USA tourists are not sensitive to own price change and thus other factors must be the cause of less rapid growth in tourism. While this might suggest that prices in South Africa can be increased with little effect on tourism, such a conclusion should be treated with caution given the cross-price elasticity results.
Cross-price elasticities show the degree to which tourism demand for competing destinations will change in response to a price increase in one of them. All the South African cross-price elasticities are significant for both UK and USA tourists. For the UK, if there is an increase in the tourism price for South Africa, Malaysia will gain in price competiveness. The USA cross-price elasticity shows that, if South Africa has a rise in tourism prices, Spain will gain in price competiveness. Therefore, Malaysia and Spain are clear price competitors for South Africa, and management and policymakers should thus be cautious in increasing prices in South Africa to such an extent that we lose tourists to these destinations.
Expenditure elasticities show the degree to which tourism demand will change in response to changes in the expenditure of UK and USA tourists. All the elasticities are close to unity, which shows that people are still willing to visit the destinations, although a 1% decline in income leads to a similar decline in arrivals. The results therefore imply that tourism from the USA and UK to South Africa is still more sensitive to changes in income than to changes in price. The slowdown in demand for South Africa from these destinations (as was evident in Figure 1 ) is therefore more likely to be linked to a slowdown in income due to the financial crisis and the subsequent recession than a change in price competitiveness. This also implies that tourism to South Africa would be influenced by global events and global income, which leaves policymakers with few alternatives, except to remain price competitive, in order to keep international tourism to South Africa sustainable.
CONCLUSION
This study takes its place among a few other studies that have dealt with tourism demand for South Africa, and is therefore important in understanding how tourism demand is affected, especially in a developing country that places so much emphasis on tourism. This research investigated tourism demand for South Africa from the UK and the USA. Using quarterly data from 1999 to 2008, the demand for South Africa as a tourist destination for UK and USA tourists was modelled in a demand system, taking into account these countries' demand for other destinations as well -most notably their demand for Italy, Malaysia, New Zealand, Spain and UK (in the case of the USA) and the USA (in the case of UK tourist demand).
Within the microeconomic framework provided by the AIDS model, the data enabled the adoption of a dynamic error-correction AIDS (EC-AIDS) model, which incorporates the dynamic nature of consumer behaviour. The unrestricted version of the model was found to be sufficient. The paper also calculated the elasticities associated with tourism demand for South Africa, which served as the basis on which policy recommendations and conclusions can be drawn from the AIDS models, as discussed above. Further research should be done to include other markets in the analysis and to extend the current EC-AIDS models using time-varying parameters, in order to test the changing nature of the relationship.
